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year forecast would
factors that could be

APS a gre e s . We  ne e d to de cide  how we  a re  going to inte gra te  DG with utility

sys te ms  in a n e conomic a nd fa ir ma nne r now, ra the r tha n de la y this  de cis ion furthe r.

Cus tome rs  a nd the  s ola r indus try will be ne fit from cla rity on how this  inte gra tion will

unfold. Afte r ye a rs  of ga the ring informa tion, the  Commis s ion ha s  the  opportunity to

aga in demonstra te  leadership on issues  re la ted to sola r and dis tributed technologies  by

de te rmining, now, how utilitie s  should trans ition away from full re ta il ra te  ne t me te ring.

To APS 's  knowle dge , this  proce e ding is  the  firs t time  tha t the  "va lue  of s ola r"

ha s  a ctua lly be e n litiga te d. So fa r, na tiona l de ba te  re ga rding the  va lue  of s ola r ha s

la rge ly cons is te d of white  pa pe rs -opinions  offe re d by hire d a dvoca te s  a wa y from the

ha rsh light of a cademic (much le s s  judicia l) s crutiny. In this  proceeding, howeve r, the

pa rtie s  we re  required to e s tablish the  "va lue  of sola r" through expe rt te s timony, sworn

unde r oa th a nd s ubje ct to cros s  e xa mina tion. In light of this  s worn a nd e xa mine d

testimony, the  ROO offers  severa l conclusions  tha t merit specia l a ttention:

Es tablishing
incorpora te  inhe re ntly
eas ily manipula ted",

succe s s  la y
s a vings  from ge ne ra tor,
rooftop sola r exports ",

•

•

1 s ubs ta ntive  progre s s  in a ddre s s ing the  cos t s hift wa s  de fe rre d to colle c t more

2 informa tion a nd provide  s ta ke holde rs  more  opportunitie s  to offe r a nd prove  the ir

3 pers pectives . In light of this  his tory, the  ROO finds  tha t it is  fina lly time  to es tablis h a

4 path forward:

5 The record in this  proceeding is  the  culmination of years  of argument and
debate on this  issue.. .. It is  time to provUie certainty and a path forward

6 to res olve dis putes  s urrounding the s ucces s ful integration of DG  with
the utility's  e lectrical sys tems  in an economic and fair manner.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21 a  va lue  of s ola r ba s e d on "a  20 to 30
s pecula tive  da ta  bas ed on

22

23 fore ca s t of ta ngible  a voide d cos ts  "provide s  a  wa y to
and reas onably identify and ana lyze  the  cos ts  and capacity

24 tra ns mis s ion a nd dis tribution re s ulting from

25 I
This  five-year forecas t will capture  the  full value  of DG over the  expected

26 life  of a  DG as se t: "future  changes  in the  va lue  of DG will not be  los t due
to short-term forecas ts , because the value will be re-assessed in each rate

27

28
9 1 ROO at page 143 (emphasis added).

2 ROO at page 148.
3 ROO at page 148.
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•

case  a s  time  goes  on, in orde r to inform the  Commiss ion's  de te rmina tion
on se tting an appropria te  compensation ra te  for exports",

The  "use  of utility sca le  sola r obliga tions  represents  the  Most re liable  and
objective  proxy for rooftop sola r by diminishillg concerns  tha t socie ta l and
environmenta l '
the equation",5

factors , should be included 111

1

2

3

4

5 • "...quantifi.ng the societal and economic development benefits of DG in
avoid cost

7 cus tome rs  a re  diffe re nt from the
cus tome r in tha t the y s upply a  portion of the ir own

9

10

11

12

14

15

16

17

18

19

20

21 The ROO concludes that the best and most reasonable way to establish the value

22 of DG is to use both StaLff 's Avoided Cost and Resource Comparison Proxy (RCP)

23 Methodo1ogies.8 The ROO indicates that the Avoided Cost Methodology should be used

24

25

26

27

28

a n fore ca s t, a s  propos e d by Vote  S ola r a nd TAS C, is  a
6 specula tive  endeavor tha t has  no p ace  in ra temaking", and,

"It is  undis pute d tha t rooftop s ola r
average  res identia l

8 energy needs and are thus partial requirements customers.

These  proposed findings  emerged from a  la rge  volume of da ta , tes timony, exhibits , and

cross  examination. They are  the  product of years  of deba te . And they lay the  foundation

for s lowly trans itioning away from the  mass ive  subs idies  currently be ing provided to an

industry tha t no longer needs  full re ta il ra te  ne t metering to thrive .

13 AP S  would  like  to re co e  the  Adminis tra tive  La w J udge  a nd Commis s ion

Sta ff for the ir ha rd work in this  proceeding. These  is sues  a re  important, and the ir ha rd

work ha s  done  much to furthe r public policy dia logue  in Arizona . Although the  ROO

la ys  out a  s low tra ns ition a wa y from ne t me te ring-re la te d s ubs idie s , AP S  be lie ve s

ce rta in is s ue s  would be ne fit from a dditiona l cons ide ra tion. Accordingly, AP S  offe rs

exceptions and seeks clarification about certa in aspects  of the RO() as discussed below.

to "inform a  de te rmina tion on a n a ppropria te  le ve l of compe ns a tion to be  pa id to DG

4 Roo a t page  149.
5 ROO at page 149.
6 ROO at page 150.
7 Roo a t page  145.
8 Roo at'J [ 144, page 167.

1. R E ADING  T HE  S E LE C T E D ME T HO DO LO G IE S  T O G E T HE R ,  IT  IS
CLEAR THAT AVOIDED COS T IS  THE LONG-TERM GOAL.
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Reading these  two purposes  toge the r in a  way tha t gives  full meaning to both, it

appears  tha t the  outcome of the  Avoided Cos t Methodology is  intended to be  the  long-

te rm goa l of wha t utilitie s  pa y for e xporte d rooftop s ola r e ne rgy. Until tha t time , the

price  pa id  for e xporte d  rooftop  s o la r e ne rgy s hould  be  e s ta b lis he d  by the  RCP

Methodology, a s  tha t price  is  adjus ted from time  to time . As  time  progresses , and cos ts

de cline , the  RCP  Me thodology will be gin  producing va lue s  c los e r to  the  va lue s

produced by the  Avoided Cos t Methodology, and the  two will e ssentia lly merge . At tha t

time , the  long-temi goa l of having cus tomers  only pay actua l avoided cos t for exported

rooftop solar energy will have  been achieved. To the  extent tha t cla rity is  needed on this

topic, APS respectfully requests  tha t the  RGO be  amended to cla rify tha t the  outcome of

the  Avoided Cos t Methodology is  intended to be  the  long-te rm goa l of wha t utilitie s  pay

for exported rooftop sola r energy.

1 It also provides that the RCP Methodology

2

3

4

5

6

7

8

9

10

11
12

13

14

15

16

17 APS recognizes that a degree of gradualism is needed to shift from the status quo.

18 To achieve that gradualism, the Commission may determine that starting at a rate as

19 high as 10.9 cents per kph is appropriate in APS's service territory.11 But the ROO

20 essentially proposes to lock in this amount, and preclude further adjustments to the

21 value of DG, until a utility's next rate case. Waiting until a rate case to adjust the DG

22 value, however, could cause sharper fluctuations in the value of DG at one time than

23 would have been the case had more frequent adjustments been made instead.

24 The RCP Methodology is designed as a five-year rolling average that produces a

25 blended average cost of all grid-scale solar photovoltaic installed on the utility's system.

26 As time progresses, that average will roll forward. More expensive, "early-adoption"

27

28

H. THE PERIOD FOR REFRESHING THE DG VALUE WOULD CAUSE
SHARP CHANGES AND PROLONG SUBSIDIES.

9 ROO at <II 145, pages 167»68.
10 Roo at'J[ 146, page 168.
11 See Roo at page 116.
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5 energy over time,
and

a s  olde r contra cts
a inc lude d th e  m ix o f contra cts

1 grid-sca le  facilities  will fa ll out of the  average  and (presumably) less  expens ive  projects

2 will ta ke  the ir pla ce . As  the  ROO note s , this  rolling a ve ra ge  will pe rmit a  gra dua l

3 reduction in the  amount utility cus tomers  pay for rooftop sola r energy:

4 The  a doption of a  rolling five  ye a r a ve ra ge  of utility-sca le  sola r PPAs  is
like ly to gra dua lly re duce  the  cos t to utilitie s  of purcha s ing rooftop sola r

a re  removed from the  proxy ana lys is
ne we r, lowe r-cos t, PPA8 in ' solar

6 ana lyzed in the  proxy group.

7 AP S 's  conce rn is  tha t wa iting for ra te  ca s e s  to re ca lcula te  the  va lue  of s ola r

8 would ris k s ha rp cha nge s  to the  compe ns a tion, ca us ing unne ce s s a ry dis ruption to

9 cus tomers  and the  sola r indus try. If a  utility does  not file  a  ra te  case  for five  yea rs , the

10 proxy group of grid-sca le  sola r fa cilitie s  use d to ca lcula te  the  va lue  of sola r will ha ve

l l been a lmos t entire ly swapped out. Ins tead of be ing ave raged in with multiple  yea rs  of

12 highe r-cos t, "le ga cy" grid-s ca le  fa cilitie s , the  ne w, re duce d-cos t fa cilitie s  will a ll be

13 ca lcula ted toge the r a t a  s ingle  time . The  e ffect on the  va lue  of sola r could be  dramatic,

14 with potentia lly s ignificant consequences  for the  solar industry and customers .

15 APS believes that a  better approach is  to recalcula te  the  value  of DG each year in

16 a  proce s s  s imila r to ma ny of APS 's  curre nt a djus tor me cha nisms . This  would involve

17 upda ting the  RCP and Avoided Cos t ca lcula tions  annua lly through a  formula  process .

18 The  formula s  the mse lve s -the  a s sumptions  a nd we ighting tha t drive  the  fina l va lue s -

19 would be  subje ct to cha nge  in a  ra te  ca se . It is  only the  outcome  of the  formula s  tha t

20 would be  upda ted annua lly, subject to ve rifica tion of da ta  by Commiss ion Sta ff. A more

21 cons is te nt proce s s  of upda ting from time  to time  would pe rmit s ma lle r fluctua tions

22 between ra te  cases and would blunt the  impact of sharp changes to the  value of DG.

23, A s treamlined adminis tra tive  process , tha t does  not involve  litiga tion, would a lso

24 address  a  s ignificant is sue  M the  ROO as  written: the  burden on Commiss ion Sta ff. As

25 written, the  ROO would impose  upon Commiss ion Sta ff a  nea r-imposs ible  obliga tion to

26 continua lly e nga ge  ire  comple x a dminis tra tive  proce s s e s  for each a ffe cte d utility,

27

28 ROO at page 149."12"
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1 5 To furthe r this

22

23

24

25

26

27

28

1 pote ntia lly ove rwhe lming S ta ff a nd pre ve nting the  time ly proce s s ing of othe r ma tte rs .

2 Moreover, nearly everything about the  va lue  of DG has  been controvers ia l. Parties  have

3 not be e n s hy a bout litiga ting the  s ma lle s t de ta ils . We  re comme nd tha t a  diffe re nt

4 approach be  adopted to prevent the  potentia l abuse  of litiga tion and procedure  in future

5 va lue  of DG ca lcula tions , a n outcome  tha t would be  pa rticula rly burde ns ome  on

6 Commiss ion S ta ff.

7 As  a  fina l note , AP S  be lie ve s  tha t more  fre que nt upda te s  to the  va lue  of DG

8 would a fford be tte r protection to non-DG cus tomers  who a re  currently paying too much

9 for rooftop sola r e xports . Ra te  de s ign is  a  ze ro-sum ga me . If one  group of re s ide ntia l

10 customers  pay less , another pays  more . APS's  non-DG customers  pay 14 cents  per kph

l l for rooftop s ola r e ne rgy with ne t me te ring, but could pa y 4 ce nts  (or lowe r) for more

12 va lua ble grid-scale solar energy.13

13 Ma tron-DG cus tome rs  a re  gros s ly ove rpa ying for a  le s s  va lua ble  product is

14 pe rha ps  why the  ROO re cognize s  the  ne e d for "a  more  pre cise  fra me work for the  fa ir

and appropria te  compensa tion of DG cus tomers  for the ir exports ...."14

16 s ta te d purpose , APS a tta che s  a s  Exhibit A a  propose d a me ndme nt tha t would pe rmit

17 annual updates to the RCP and Avoided Cost calculations as discussed. This s treamlined

18 process  of updating the  value  of DG is  consis tent with the  commencement of a  one-ti1ne

19 proce dure  to initia lly s e t the  formula , to the  e xte nt tha t s uch a  proce dure  is  ne e de d.

20 Annua l upda te s  th rough  s ta tic  fo rmula s  would  a llow fo r more  fa ir a nd  g ra dua l

21 a djus tme nts  to the  va lue  of DG. And by limiting the  a nnua l upda te s  to proce sse s  tha t

only involve  ve rifica tion by S ta ff, AP S 's  propos a l would so reduce  the  prospect of

pe rpe tua l litiga tion over eve ry a spect of the  ca lcula tion. APS respectfully reques ts  tha t

the  Exhibit A to this  filing be  adopted and incorpora ted into the  fina l order issued in this

docke t.

13 Tra nscript (Tr-) 365:21 - 366:8 (Albe rt); s e e  Albe rt Dire ct Te s timony a t 27-32 (de scribing why
energy supplied by grid-sca le  solar facilities is  more  va luable  than the  energy supplied by rooftop solar

9180 $lt page  146.
I
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111. MORE LITIGATION ON SEPARATE CLASS TREATMENT
ROOFTOP SOLAR cUsT0M:ERs IS NOT NEEDED.

FOR1

2

3 The  is sue  of whe the r rooftop sola r cus tomers  should be  placed into a  sepa ra te

4 cla ss  was  thoroughly litiga ted in this  proceeding. The  ROO noted tha t the  appropria te

5 test for whether a  subset of customers  should be  placed into a  separa te  class  is  whether

6 the  loa d, s e rvice , or cos t cha ra cte ris tics  of tha t s ubs e t a re  diffe re nt from the  la rge r

7 customer group to which the  subse t be longs .15 No party contes ted this  tes t for separa te

8 class  trea tment. Based on the  evidence  presented, a t leas t two of these  independently

9 sufficient factors  exis t with rooftop solar customers: load and service  characteris tics .

10 The  e vide nce  pre s e nte d e s ta blis he d tha t cus tome rs  with rooftop s ola r ha ve

11 fundamenta lly diffe rent load characte ris tics  than typica l res identia l cus tomers . By virtue

12 of s upplying a  portion of the ir own e ne rgy ne e ds , rooftop s ola r cus tome rs  a re  pa rtia l

13 requirements  cus tomers . In fact, the  ROO noted tha t this  conclus ion was  uncontes ted:

14 "[i]t is  und is pu te d  tha t roo ftop  s o la r cus tome rs  a re  d iffe re n t from the  a ve ra ge

15 residentia l customer in tha t they supply a  portion of the ir own energy needs and are  thus

16 pa rtia l requirements  cus torne rs ."16

17 cha ra cte ris tics  is  tha t rooftop s ola r cus tome rs  re quire  diffe re nt utility s e rvice s . S ta ff

18 witne s s  Howa rd Solga nick ide ntifie d s e ve ra l of the s e , including s ta ndby ge ne ra tion,

19 volt/VAR support, re a ctive  powe r, a nd othe r a ncilla ry s e rvice s ." This  conclus ion wa s

20 a lso undispute d. Critica lly, the  e vide nce  supporting both conclus ions  wa s  not udlity-

21 specific, but instead offered as  a  general matter.

22 The  ROO adopts  an uncontes ted te s t for de te rmining sepa ra te  cla ss  trea tment,

23 and adopts  uncontes ted facts  tlla t mee t this  te s t. No more  is  needed to de te rmine  tha t

24 rooftop solar customers  should be  in a  separa te  customer class . To de lay findings  and a

25

26

27

2 8 1363112 (S olga nick); Tr. 1364:2 -.  1367:11 (S olga nick); Tr. l368:7 _ 1369224

A ne ce s s a ry e xte ns ion  o f the ir d iffe re n t loa d

15 ROO at page 146 (emphasis added).
16 Roo at page 145 (emphasis added).
17 Tr.  1362215 -
(Solganick).
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CLARITY IS NEEDED REGARDING THE SCOPE AND PROCESS OF
THE PROPOSED EVIDENTIARY HEARING.

1 conclusion on this issue would simply kick the can down the road and foster more

2 litigation than is necessary.

3 APS agrees that the specific consequences of separate class treatment-including

4 the cost ramifications, if any, of that treatment-should be addressed in individual rate

5 cases. The costs for each utility are different, and in fact, separate class treatment might

6 not even result in different costs being allocated to a separate class of rooftop solar

7 customers. But both the test for separate class treatment, and facts needed to satisfy that

8 test, are established and uncontested. In the interest of judicial efficiency, APS

9 respectfully requests that the ROO be modified to reflect, and that the final order issued

10 in this docket find and conclude, that residential rooftop solar customers should be

l l treated as a separate class of residential customers.

12 IV_

13

14 The ROO contemplates that utilities would provide Commission Staff with data

15 to calculate the value of solar in future rate cases, and that interested parties would

16 subsequently engage in evidentiary hearings to further litigate the value of solar.18 It is

17 not clear, however, why additional litigation is needed. The ROO acknowledges that

18 this proceeding has been the cuhnination of years of debate, discussion, commentary,

19 and evidence. The hearing in this matter extended for approximately 3 weeks. Large

20 quantities of testimony were offered from every party and from every perspective. The

21 Commission has moved with caution and great care on this issue, and additional

22 evidence is simply not needed.

23 Despite the Comlnission's cautious and careful build up to this proceeding, the

24 ROO appears to require evidentiary hearings on the value and cost of DG in all future

25 rate cases. Yet, near-perpetual litigation over the value and cost of DG is unnecessary

26 and can too easily be abused. Each additional hearing creates new opportunities for

27 parties to claim that there has been inadequate notice (a claim made in this proceeding);

28 18 Roo at91149, pages 16849.I
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1 tha t da ta  provided was  insufficiently transpa rent (a  cla im made  in this  proceeding); or

2 tha t a  s e pa ra te  proce dure , like  a  nile ma king, is  a  more  a ppropria te  proce s s  (a  cla im

3 made in this  proceeding).

4 The  poss ibilitie s  for the  proposed evidentia ry hea rings  spawning more  (or even

5 pe rpe tua l) de la y a re  only limite d by the  ima gina tion a nd cre a tivity of the  la wye rs

6 involved. Indeed, rooftop solar companies  and policy organiza tions  have used delay as a

7 ta c tic  to pos tpone  a ny de cis ion re ga rding compe ns a tion for rooftop s ola r. This  is

8 because  de lay has  the  same effect as  a  decis ion to preserve  the  s ta tus  quo's  subsidies .

9 By recommending tha t pa rtie s  re -litiga te  the  va lue  and cos t of DG in future  ra te  cases ,

10 the  ROO would inevitably cause  pa rtie s  tO repea t s ignificant portions  of the  hea ring in

l l this  ma tte r. This  would tumecessa rily tax finite  re sources  and risk thwarting the  actua l

12 substantive  decis ions that emerge from this  hearing.

13 APS respectfully reques ts  tha t the  ROO be  modified to prevent opporhmitie s  for

14 de lay, or a t leas t blunt opportunitie s  to exploit de lay as  a  litiga tion tactic, by e limina ting

15 or subs tantia lly limiting the  future  evidentia ry hea ring requirement. APS be lieve s  tha t

16 no furthe r hea rings  a re  needed to de te rmine  the  va lue  of sola r. Es tablishing a  va lue  of

17 sola r us ing e ithe r me thodology propose d by S ta ff only re quire s  the  input of obje ctive ,

18 verifiable  da ta , and tha t Sta ff in fact ve rify the  da ta . This  is  the  same process  currently `

19 used for APS's  sys tem avoided cos t filing, and is  used to e s tablish the  ra te  specified in

20 APS's  EPR-2 and EPR-6 ra tes . Staff' s  RCP Methodology is  even more  s treamlined, and

21 only involve s  the  re vie w of a  re la tive ly limite d body of data . No furthe r process , much

22 le s s  furthe r litiga tion, is  ne e de d to ca lcula te  a  va lue  of s ola r Linde r e ithe r of S ta ff's

23 proposed methodologies .

24 APS acknowledges that Staff' s  RCP Methodology requires  a  decis ion regarding a

25 discre te  se t of assumptions . Specifica lly, to ca lcula te  the  va lue  of rooftop solar us ing the

26 RCP Methodology, the  Commiss ion must decide  whether to:

27

28
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(i) us e  the  RFP  or in-s e rvice  da te  for picldng the  grid-s ca le  cos t (in-s e rvice

results  in a  lower va lue  of DG) ,

(ii) include  the  Arizona  production ta x cre dit in ca lcula ting the  cos t of utility-

owned grid-sca le  sola r (including die  Arizona  PTC re flects  actua l conditions  and

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

1 4 The s e  a re  importa n t que s tions  tha t ma te ria lly impa ct the  outcome  of the

15 methodology. Weighting each in favor of increas ing the  va lue  of rooftop sola r produces

16 the  va lue  of rooftop sola r for APS 's  s e rvice  te rritory ide ntifie d in the  ROO: 10.9 ce nts

17 pe r kWh.2" But re s olving the s e  que s tions  re quire s  policy de cis ions , not re dunda nt

18 e vide ntia ry he a rings  for e a ch utility. The  Commis s ion ca n de te rmine  the s e  is s ue s  iii

19 conne ction with is suing a  fina l de cis ion iii this  proce e ding. APS re spe ctfully re que s ts

20 tha t the  ROO be  amended to se lect the  assumptions  underlying the  RCP Methodology

21 In addition, APS respectfully reques ts  tha t the  Commiss ion modify the  ROO to address

22 pote ntia l de la y re la te d  to  ca lcula tions  unde r the  Avoide d Cos t Me thodology a s

23 discussed below and in the  a ttached Exhibit B

would lower the  va lue  of DG) ,

(iii) we ight each yea r in the  ca lcula tion equa lly (doing so increases  the  va lue  of

DG by equa lly weighting earlie r, more  expensive  grid-sca le  sola r),

(iv) le ve lize  the  cos t of the  grid-sca le  sola r, or re fle ct the  a ctua l curve  of cos ts

(leve lizing third-pa rty and utility-owned DG results  in a  higher va lue  of DG); and

(v) ma ke  a n a djus tme nt to re fle ct tha t the  va lue  of grid-s ca le  s ola r is  more

va luable  than rooftop sola r because  it produces  s ignificantly more  energy during

pe riods  of peak cus tomer demand (making the  adjus tment reduces  the  va lue  of

DG produced by the methodology).19

24 If the Commission is not inclined to establish in this proceeding how Staff' s

25 Methodologies should be calculated, APS urges the Commission to provide guidance on

APS notes that the parenthetical statements are about calculating an RCP value in APS's service
28

See, generally Tr. 2095 - 2103, see also ROO atpage 116
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1 any follow-on procedure at a minimum. To the extent that the Commission deems it

2 necessary to have another evidentiary hearing regarding the value of DG, APS proposes

3 that the evidentiary hearing occur once, and address any specific foundational questions

4 left unanswered by this proceeding. This one-time proceeding could occur within

5 currently active rate cases (for APS), pending "Phase 2" proceedings for those utilities

6 that have them (such as TEP and UNS), or in standalone proceedings for utilities with

7 no currently-pending rate cases. APS also proposes that hearings regarding the value of

8 solar in future rate cases be strictly limited, and not be opportunities for parties to

9 collaterally attack any outcome established in this proceeding.

10 Without more guidance on procedure, the parties, and Commission Staff, might

l l never resolve the issues raised in this proceeding. Instead, stakeholders would face the

12 prospect of litigating, re-litigating, and then re-litigating again every detail of the value

13 of solar. The burden on Commission Staff alone, who must participate in these

14 proceedings for each affected utility, would be immense and, ultimately, an unwise use

15 of resources. APS respectfully requests that Exhibit B to this filing be adopted and

16 incorporated into the final order issued in this docket.

v . CONFIRMATION IS NEEDED THAT THE R00 PROPOSES A SINGLE
GRANDFATHERING PERIOD FOR THE VALUE OF DG

The ROO concludes that any recalculated value of solar would only apply for

20 APS customers who seek to interconnect their rooftop solar system after the effective

21 date of a decision in APS's currently-pending rate case." Based on the plain language of

22 the ROO, APS interprets this grandfathering to occur only once, and that the customers

23 who are not grandfathered under the current net metering subsidy structure would sell

24 the energy exported by their rooftop solar system to the utility at a price that changes

25 from time to time as the value of solar is recalculated. To prevent future disputes

26 regarding how to implement this grandfathering structure, APS respectfully requests

27

Roo at 'II 154, page 169



THE R00 APPROPRIATELY RECOGNIZES THE FULL VALUE OF
ROOFTOP SOLAR.

Ce rta in pa rtie s  cla im tha t the  only wa y to re cognize  the  full va lue  of rooftop s ola r

is  to  qua ntify the  hypothe tica l be ne fits  tha t rooftop  s o la r might provide  a  u tility s ys te m

o ve r th e  n e xt 2 0 -3 0  ye a rs .  Th e  RO O  s o u n d ly re je c ts  th is  c la im,  ma kin g  c le a r th a t

pe riodica lly re ca lcula ting the  va lue  of s ola r doe s  not re s ult ire  los t va lue :

Co n tra ry to  th e  co n ce rn s  e xp re s s e d  b y
cha nge s  ire  the  va lue  o f DG will no t be  lo s t due
because the va lue will be  re -a s se s se d ire  e a ch ra te ca s e  a s  time  goe s  on, in
orde r to  inform the  Com1nis s i9p 's  de te rmina tion on s e tting a n a ppropria te
compe ns a tion ra te  for e xports  .

Two other flaws  warrant re jecting the  long-te rm specula tion in ra te rnaking urged

by rooftop sola r illte re s ts . Firs t, future  hypothe tica l bene fits  a re  not actua l va lue , and it

is  inappropria te  to base  compensation for rooftop solar on something tha t does  not exis t.

TASC's  own witness , Tom Beach, admitted tha t the  long-tenn bene fits  of rooftop sola r

are The  fa ct is  tha t specula tion about .future  va lue  is not

1 tha t the  Commis s ion cla rify the  ROO on this  is s ue , a nd a dopt a nd incorpora te  Exhibit C

2 to this  filing into the  fina l orde r is s ue d in  this  docke t.

3 VI.
4

5

6

7

8

9 Vo te  S o la r a n d  TAS C ,  fu tu re
to  s hort-te rm fore ca s ts ,

10

11

12 Th is  re je c tio n  e xp o s e s  a  fo u n d a tio n a l fla w in  th e  ro o fto p  s o la r in te re s ts '  a rg u me n t:

13 ca pturing the  full va lue  of s ola r is  not the  s a me  thing a s  le ve lizing hypothe tica l be ne fits

14 tha t might a ccrue  ove r the  ne xt 20-30 ye a rs . A long-te rm le ve lize d va lua tion is  only one

15 wa y to  va lue  s o la r. The re  a re  ma ny me thodologie s  tha t ca pture  the  fu ll va lue  of s o la r,

16 including me thodologie s  tha t involve  re ca lcula ting the  va lue  from time  to  time , s uch a s

17 S ta ff" s  propos e d me thodologie s  re comme nde d in the  ROO. The  ROT's  re cognition tha t

1 ; re ca lcula ting va lue  s till ca pture s  100% of the  va lue  of s ola r is  e ntire ly a ccura te .

20

21

22

23 "inherently unknowable ."23

24 th e  s a m e  th in g  a s  a c tu a l va lue . Rooftop  s o la r in te re s ts  in  th is  p roce e d ing  ha ve  no t

3 2 offe re d a ny e vide nce  of a ctua l va lue . Ins te a d, the y ha ve  only offe re d pre dictions  a bout

27

28 ROO a t pa ge  149.
23 Tr. 1938:1-21 (Bea ch).
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10

1 the  fa ct a nd ma gnitude  of future  be ne fits  ba s e d upon a n e la bora te  s e t of ove r 30

2 assumptions  of what will happen during the  next 20-30 years .

3 lout these  benefits  haven't happened ye t. And it is  readily apparent tha t the  va lue

4 of s ola r s tudie s  unde rpinning the s e  pre dictions  ha ve  be e n cre a te d to e ngine e r a

5 pre de te rmine d outcome . The  a bility to put a  thumb on the  s ca le  to ma ke  long-te rm

6 forecas ts  say what you want exemplifies  why the  U.S. Supreme Court has  long re jected

7 the  us e  of s pe cula tion in ra te ma idng.24 Courts  a round the  country s imila rly prote ct

8 utility cus tomers  from specula tive  ra temaking.25 The  ROO reflected this  lega l guidance

9 when it concluded tha t "[l]ong-te rm forecas ts  should not be  used to es tablish the  va lue

of DG, due to the  risk of inclusion of specula tive  benefits  and costs ."26

11 The  s e cond fla w is  tha t a ca de mic c la ims  a bout the  va lue  of s o la r ca nnot

12 overcome  wha t is  actua lly happening on the  grid. Rooftop sola r inte re s ts  use  ca re fully

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

24 See West Ohio Gas Co. v. Pub. Util. Comm'n of Ohio, 294 U.S. 79, 82 (1935), Missouri ex rel
Southwestern Bell Telephone Co. v. Pub. Serf. Comm'n of Missouri, 262 U.S. 276, 288 (1923)
(reversing a public utility commission decision to eschew actual data and rely on forecasts to set a fair
return, stating "[e]stimates for to-morrow cannot ignore prices of to-day."), Lindheimer v. Illinois Bell
Tel. Co., 292 U.S. 151, 164 (1934) ("Elaborate calculations which are at war with realities are of no
avail.").
25 Citizens Action Coalition offend. v. Pub. Serf. Co. offend., 612 N.E.2d 199, 201 (Ind. Ct. App. 1993)
("Forcing ratepayers to bear the weight of a calculation based upon speculation is not within the purview
of the IRC's authority."),Mississippi ex rel Allain v. Miss. Pub. Serf. Comm'n, 435 So.2d 608, 615-16
(Miss. 1983) (rejecting as too speculative a utility rate decision because it was based upon projected
figures);NEPCO Mun. Rate Comm. v. FERC, 668F.2d 1327, 1339 (D.C. Cir. 1981) (holding that coal
burning costs should not be included in rates because the likelihood of burning coal was too
speculative),Michaelson v. New Eng. Tel. & Tel. Co., 121 R.I. 722, 734-36 (1979) ("TO factor i11
changes of unknown magnitude would in most cases increase what speculation already exists in the
ratemaking process and thereby tendto undermine the effectiveness of the test-year concept."),Gen.
Tel. Co. v. Mich. Pub. Serv. Comm'n, 78 Mich. APP- 528, 540 (1977) (holding that "the anticipated
increases in directory advertising revenues extending beyond the test year were too uncertain to have
been credited by the Commission."),Pittsburgh v. Penn. Pub. Util. Comm'n, 187 Pa. Super. 341 (361-
62 (1958) (holding that evidence concerning events after test year and resulting impact on utility rates
was too uncertain and speculative to use in rate setting),Central Maine Power Co. v. Pub. Util.
Comm'n, 153 Me. 228, 242-43 (1957) (holding that using speculative forecasted costs "would destroy or
seriously weaken the effectiveness of the test year, a valued and respected tool in rate making."),
Ariington Cnty. V Va Elec. & Power Co., 196 Va. 1102, 1118-19 (1955) (rejecting as speculative
inclusion of projected savingscaused by anticipated change to federaltax rate), but see Narragansett
Elem. Co.v. Harseh, 117 R.I. 395, 416 (1977) ("in order to neutralize the negative effects of speculation
and guesswork about future economic conditions, it is accepted practice to base future rates upon known
past and present conditions through the use of data gathered during a specified test period.").
26 Roo at'][ 135, page 166.
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1 se lected a ssumptions  to cla im tha t exported rooftop sola r ene rgy will reduce  the  need

2 for future  ge ne ra tion re s ource s , a nd a long with tha t re duction, a  re duce d ne e d for

3 tra ns mis s ion a nd dis tribution fa cilitie s  to tra ns mit re mote ly-ge ne ra tion powe r. This

4 theory, however, lies  ire  s tark contrast to uncontested facts  introduced in this  proceeding.

5 Utilitie s  build the ir infra s tructure  to se rve  peak load, and in 2015, APS's  sys tem

6 peak of 7,031 MWs Occurred on Augus t 15 a t 5 p.m. To supply power to its  cus tomers

7 during this  peak, APS drew upon its  own gene ra tion re sources  and purchased ene rgy

8 from tlle  ma rke t. It a lso use d e ne rgy e xporte d from cus tome rs ' rooftop sola r sys te ms .

9 The  e ntire  a mount of e ne rgy e xporte d from rooftop s ola r s ys te ms  during tha t hour,

10 howe ve r, only amounted to 8.8 MWs  on APS 's  grid. In othe r words , exported rooftop

11 sola r ene rgy supplied only .12% ofAPS 's peak res ource needs  in 2015.

12 Rooftop s ola r inte re s ts  ca nnot e xpla in how e xporte d e ne rgy will me a ningfully

13 reduce  future  genera tion capacity if tlla t energy only supplied .12% of APS's  peak needs

14 in 2015. Rooftop sola r sys tems  s imply do not export any s ignificant amount of ene rgy

15 during APS 's  pe a k. In a n a tte mpt to ge t a round this  fa ct, TASC's  witne s s  Tom Be a ch

16 us e d s le ight of ha nd by s tudying a ll production from rooftop s ola r systems, not jus t

17 production e xporte d to the  grid. The  ROO a de qua te ly a ddre s s e s  this  profound fla w,

18 a long with ma ny othe rs  in Mr. Be a ch's  opinion, by re je cting Mr. Be a ch's  s pe cula tive

19 long-te rm forecas t.

20 No matte r how many ways  rooftop sola r inte res ts  a ttempt to avoid the  facts , they

21 ca nnot: e xporte d rooftop s ola r e ne rgy will not notice a bly re duce  APS 's  ne e d to build

22 mo re  in fra s tru c tu re -n o w o r in  th e  fu tu re .  Th e  RO O  re c o mme n d s  a  va lu a tio n

23 me thodology tha t would ca pture  the  full va lue  of rooftop s ola r a nd a void the  ris k to

24 cus tome rs  inhe re nt in s pe cula tive  long-te rm fore ca s ts . Cla ims  a bout hypothe tica l

25 benefits  over the  next 20-30 years  are  not based on fact, would put customers  a t risk and

26 inject illega l specula tion into ra temaking, and should be  re jected on the ir face .

27

28
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1

2 Afte r ye a rs  of de ba te  a nd dis cus s ion, the  wa it is  ove r. In  this  proce e ding, pa rtie s

3 p re s e n te d  vo lu me s  o f e vid e n ce  fro m va rio u s  p e rs p e c tive s  d e ta ilin g  h o w th in g s  a re ,

4 p re d ic ting  how th ings  migh t be  in  the  fu tu re ,  a nd  s upporting  the ir p ropos a ls  fo r how

5 things  s hould be  ins te a d. The  ROO re fle cts  a  thoughtful dis tilla tion a nd a na lys is  of tha t

6 e vide nce , a nd conclude s  tha t cha nge s  to the  s ta tus  quo a re  ne e de d.

7 To  a ccomplis h  tha t cha nge , the  ROO re comme nds  tha t the  Commis s ion  a dopt

8 S ta ffs  m id d le  g ro u n d -p ro p o s a l.  Alth o u g h  th is  re c o m m e n d a tio n  will s t ill re s u lt  in

9 s ig n ifica n t o ve rp a yme n ts  fo r ro o fto p  s o la r e n e rg y,  it is  n o n e th e le s s  p ro g re s s .  If th e

10 Commis s ion  a dopts  the  re comme nda tion , AP S  urge s  tha t the  Commis s ion  modify the

l l ROO a s  de s cribe d a bove  a nd in  the  a tta che d e xhibits  to  (i) e ns ure  tha t cha nge s  to  the

12 va lue  of DG occur more  gra dua lly ove r time , ra the r tha n build up to dra ma tic cha nge s  in

13 fu tu re  ra te  c a s e s ,  fo r th e  p ro te c tio n  o f th e  s o la r in d u s try a n d  c u s to me rs ,  a n d ,  (ii)

14

15 n o t m e a n in g fu lly a d d  to  th e  d ia lo g u e  c o n c e rn in g  th e  va lu e  o f DG ,  b u t will a ffo rd

16 opportunitie s  for a bus e  a nd de la y.

17

18

19

20

21

22

23

24

25

26

27

28

VII. CONCLUSION
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RES P ECTFULLY S UBMITTED this  15th day of Er 2016.

7

omas A. Loquvam
Pinrgggéfg; West Capital Corporation
409N6rth 5th Street, MS 8695

Arizona 85004

and

Raymond S. Heyman
Sne ll & Wilme r
406 E. Van Buren St. #1900
Phoenix, AZ 85004-2202

1

2

3

4

5

6

7

8

9

10

11

12
Attorneys  for Arizona  Public Service  Company

13

1 5

14 ORIGINAL and thirteen (13) co Les
of the  foregoing tiled this  15th did of
November 2016, with:

16 Docke t Control
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007

1 7

1 8

1 9

20

2 1

22

COPY of the  foregoing mailed/de live red this
15th day of November 2016 to:

Janet Wagner
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washing(goon
P hoe nix, AZ 85 7

Teena  J ilibian
Associa te  Law Judge
Arizona  Corpora tion Commiss ion
1200 W. Washjn88on
P hoe nix, AZ 85 7

23

24

25

26

Thomas Broderick
Utilities Division
Arizona  Corpora tion Commiss ion
1200 W. Washin88on
P hoe nix, AZ 85 7

1200 W.
Phoe nix, AZ

Dwight Node s
Chie f Adminis tra tive  Law Judge
Arizona  Corpora tion Commiss ion

Washington
85 07

27
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1200 W.
Phoenix, AZ

Connie  Fitzs immons
Arizona  Corpora tion Commiss ion

Washier ton
85807

1200 W.
Phoe nix, AZ

Matthew Laudone
Arizona  Corpora tion Commiss ion

Washington
85 07

1200 W.
Phoe nix, AZ

Maureen Scott
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
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85 7

Bria n S mith
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 W Washier ton
Phoe nix, AZ 85807

Richard Adkerson, CEO
A'o Improvement Company
323 N. Central Ave
Phoenix, AZ 85004-2189

Tyler Carlson
Mohave Electric Cooperative, Inc.
p.o. Box 1045
Bullhead City, AZ 86430

Roy Arche r
More nci Wa te r a nd Ele ctric  Compa ny
and Ajo Improvement Company
PO Box 68
More nci, AZ 85540

Micha e l Arnold, Dire ctor
Morenci Wa te r & Electric Company
333 N. Centra l Ave
Phoe nix, AZ 85004

1
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5
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7
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15
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17

18
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Than Ashby, Office  Mama e r
Graham County Electric Cgooperative
9 W. Center St
PO Dra we r B
P ima , AZ 85543

Na m?  Ba e r
245 a n P a tricio Drive
Sedona , AZ 86336

Patrick Black
Attorney
Fennemore Crai
2394 East Care back Road
Phoenix. AZ 85016

Suite 600

Jack Bla ir
SSVEC
311 E. Wilcox Drive
Sie rra  Vis ta . AZ 85635

State
Bradley Carroll
Assistant General Counsel.
Regulatory
Tucson Electric Power Company
88 East BroadwayBlvd
Mail Stop HQE910
P.O. Box 71 l
Tucson, AZ 85702

Kirby Cha pma n
CFAO
Slllphlll' Springs
Coopera tive , Inc
311 E. Wilcox
Sie rra  Vis ta . AZ 85650

Va lle y Electric
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Karyn Christine
Arizona Corporation Commission
1200 W. Washington
Phoenix, AZ 85007

Jennifer Cranston
Gallagher & Kenned , P.A.
2575 East Camelback Road
Phoenix, AZ 85016-9225

C. Webb Crocke tt
Attorne y
Fennemore  Cra i
2394 East Care  back Road, Suite  600
P hoe nix, AZ 85016

Jeffrey Crockett, Esq.
Attorney
Crockett Law Group PLLC
2198 E. Camelback Road, Suite 305
Phoenix, AZ 85016-4747

Nicholas Enoch
Attorney
Lubin & Enoch, P.C.
349 North Fourth Ave.
Pho€I1ix, AZ 85003

Patricia Ferre
P.O. Box 433
Payson, AZ 85547

Briana Kobor
Program Director
Vote Solar
360 22nd Street, Suite 730
Oakland, CA 94612

Jason Gelhnan
Snell & Wilmer LLP
400 E. Van Buren Street, Suite 800
Phoenix, AZ 85004

Rick Gilliam
Director of Research
Vote Solar
1120 Pearl Street, Suite 200
Boulder, CO 80302

Peggy Gillman .
Mohave Electric Cooperative, Inc.
P.O. Box 1045
Bullhead City, AZ 86430

Attorney /or AIC
Osborn aldon,

Phoenix, AZ 85012

Meghan Grabe l

P .A.
2929 North Centra l Avenue

Garry D. Hays
Attorney for ASDA
Law Offices of Garry D. Hays, PC
2198 E Camelback Rd, Suite 305
Phoenix, AZ 85016
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Michael Hiatt
Vote Solar
633 17th Street, Suite 1600
Denver, CO 80202

Timothy Hogan
Attorney
Arizona Center for Law in the Public
Interest
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Dillon Holme s
Clean Power Arizona
9635 n. 7th Stree t No 47520
Phoe nix, AZ 85068

David Hutchens
President
UNS Ele ctric, Inc.
88 E. Boradway Blvd., MS HQE901
PO Box 711
Tucs on, AZ 85701

Charles  Kretek, General Counsel
Columbus  Electric Coopera tive
PO Box 63 l
De ming, MN 88031

Kevin La rson, Director
UNS Ele ctric, Inc.
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PO Box 711
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Lade l Laub
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71 East highway 56
Be ryl, UT 8474-5197
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TRICO Electric Coopera tive , Inc.
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Garkane Energy Cooperative
PO Box 65
Loa , UT 84747

Steven Lunt, CEO
Duncan Valley Electric Cooperative
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PO Box 440
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Craig Marks
Attorney
AURA
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Dan McC1endon
Garkane Energy Cooperative
PO Box 65
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Charles  Moore
Navopache  Electric Coopera tive
1878 W. White  Mounta in Blvd.
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Chinyere  Osuala
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Arizona  Electric Power Coopera tive
PO Box 670
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AP S  P ROP OS ED AMENDMENT NO. 1

THVIE/DATE PREPARED:

AGENDA ITEM NO.COMPANY: Arizona Corporation Commission

DOCKET NO(S). E-0o000J- 14-0023 OP EN MEETING DATE:

This amendment would permit the Resource Comparison Proxy and Staff' s Avoided Cost
calculation to be updated annually through a formula process. The formula itself-the
assumptions and weighting that drive the final value-would be subject to change in a rate case.
It is only the outcome of the fionnula that would be updated annually, subj et to verification of
data by Commission Staff. An annual update through a static formula would allow for more fair
and gradual adjustments to the value of DG. The amendment also eliminates the need for a
separate evidentiary hearing to address the assumptions and inputs of the formula.

Page 148,DE LE TE Line s  12-14

INSERT "We be lieve  tha t the  bes t and most reasonable  option ava ilable  in the  record of this
proceeding is  our adoption of S ta ff' s  combined methodologies  crea ting a  formula  for
establishing the  va lue  of DG in each company's  ra te  case  with annual updates  to the  formula

inputs . The  Commiss ion should have  the  flexibility to use  e ithe r the  Avoided Cos t Me thodology
or Resource  Comparison Proxy Methodology or a  combina tion of both in de te rmining the
formula  for se tting the  va lue  of DG."

Page  150, Line  2 a fte r "case"

INS E R T "with the inputs updated annually"

Page 151,DELETE Lines 15-17 beginning with "Because"

\

REPLACE with "Therefore we find that updating the value of DG annually would allow for

more fair and gradual adjustments and reduce the risk of dramatic changes for customers and the
solar industry. However, to provide even greater certainty, we agree with APS's
recommendation in its exceptions that the fionnula itself, including the assumptions and
weighting that drive the final value, should only be subject to change in a utility's rate case."

Page 152, Line  18

INS E R T new subparts

"d. The  Commiss ion may use  e ithe r the  Avoided Cost Methodology or Resource  Comparison
Proxy Methodology or a  combina tion of both in de te rmining the  formula  for se tting die  va lue  of
DG. The  formula  se tting the  assumptions  and we ighting of the  two methodologies  is  to be
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dete rmined in each utility's  individua l ra te  case  or separa te  ra te  design phase . The  formula
should only be  changed within a  ra te  case  to a llow parties  an opportunity to scrutinize  the
assumptions and weighting of the  methodologies. However, once the  formula  has been set, t11e

inputs  to the  formula  should be  updated annually to provide  for more  measured adjustments . We
believe  this  will reduce  the  risk of dramatic changes to customers  and the  sola r industry and is
cons is tent with our inte res t in ra te  gradua lism."

"e . The  utility sha ll provide  the  upda ted da ta  inputs  and a  reca lcula ted va lue  of DG in an annua l
compliance  filing. Within 45 days  of tha t filing, S ta ff sha ll review and ve rify the  accuracy of the
da ta  and reca lcula tion. The  upda ted da ta  will be  inputted into the  utilitie s ' previous ly approved
va lue  of DG formula . The  new va lue  of DG will automa tica lly become  e ffective  a fte r 45 days
unless  there  is  further action by the  Commission.

For comparison purposes, a formula for a value of DG under the Avoided Cost Methodology will

be established, and subject to change in the rate case. At the same time they update the Resource
Comparison Proxy formula, utilities will update the inputs to the Avoided Cost Methodology.
The value of DG shown by the Avoided Cost Formula will inform the trajectory of the value of
DG, but will not be used to set compensation paid to customers for energy exported by their DG
systems."

Page 153,DE LE TE Line s  5-6

R E P LAC E with "File  a  S ta ff Re port ve rif y the  accuracy of the  da ta  provided by the  utility."

Page  167, Line  8, a fte r "case"

"and the inputs are updated annually"

Page 167, Line 14, after "case"

INS E R T

"and the inputs are updated annually"

Page 167,DELETE Lines 15-17

INS E R T

REPLACE with "A re-assessment of the value of DG formula in each electric utility rate case
with annual updates to the formula inputs in order to inform compensation rates to be paid for
DG exports ensures a gradual transition from the current net metering compensation model to
compensation that reflects the actual value of DG."

Page 167,DE LE TE Line s  18-20

R E P LAC E with "A re -assessment of the  va lue  of DG formula  in each e lectric utility ra te  case
with annual upda tes  to the  formula  inputs  in order to inform compensa tion ra tes  to be  pa id for
DG exports  precludes the  need for the  implementa tion of a  separa te  s tep-down mechanism."
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Page 168, Line  23

INS ERT ne w finding of fa cts

"149. d. The  Commission may use  e ither the  Avoided Cost Methodology or Resource
Comparison Proxy Methodology or a  combina tion of both in de te rmining the  formula  for se tting

the  va lue  of DG. The  formula  se tting the  assumptions  and weighting of the  two methodologies
is  to be  de te rmined in each utility's  individua l ra te  case  or separa te  ra te  design phase . The
formula  should only be  changed within a  ra te  case  to a llow parties  an opportunity to scrutinize
the  assumptions and weighting of the  methodologies . However, once  the  formula  has been se t,
the  inputs  to the  formula  should be  updated annually to provide  for more  measured adjustments .

We be lieve  this  will reduce  the  risk of dramatic changes to customers  and the  sola r industry and
is  cons is tent with our inte res t in ra te  gradua lism."

"150. The  utility sha ll provide  the  upda ted da ta  inputs  in an annua l compliance  filing. Widiin 45
days  of tha t filing, S ta ff sha ll review and ve rify the  accuracy of the  da ta . The  upda ted da ta  will

be  inputted into the  utilitie s ' previous ly approved va lue  of DG formula . The  new va lue  of DG
will automatica lly become e ffective  a fte r 45 days  unless  the re  is  further action by the
Commis s ion."

Page 169,DELETE Lin e s 1-2

R E P LAC E with "File  a  S ta ff Report ve rifying the  accuracy of the  da ta  provided by the  utility."

Make  a ll conforming changes .

1

l l_ l l l  I



EXHIBIT B



APS PROPOSED AMENDMENT NO. 2

TIME/DATE P REP ARED :

COMP ANY: Arizona  Corpora tion Commiss ion AGENDA ITEM no.

DOCKET NO(S ). E-000001-14-0023 OP EN MEETING DATE:

This  amendment cla rifie s  the  scope  for future  va lue  of DG evidentia ry proceedings . An initia l
evidentia ry hearing sha ll occur once  for a ffected utilitie s  to resolve  founda tiona l issues  regarding
the  Resource  Comparison Proxy and Avoided Cos t Methodologies . This  initia l hea ring will
occur within the  existing ra te  cases, currently-planned Phase  2's , or s tandalone  proceedings for
utilities  with no pending ra te  cases , as  applicable .

Page  153, Line  5 a fte r "Evidentia ry Proceedings ."

INSERT "These initial evidentiary hearings will not be the forum to re-litigate any issue decided
in this proceeding. Instead, they will resolve any open questions regarding how the valuation
methodologies adopted in this decision be implemented for each utility. These issues should be
limited to utility-specific issues, such as the cost incurred for grid scale facilities in relation to the
Resource Comparison Proxy Methodology, and the costs forecasted to be avoided over the next
five years in relation to the Avoided Cost Methodology."

Page 153, Line  6

INS E R T a new subpart

"g. We are mindful of the Colnmission's limited resources and the burden createdon Staff and
the Hearing Division by having evidentiary proceedings within evidentiary proceedings. We are
also concerned about the potential delay created by having multiple evidentiary proceedings and
are aware of our obligations to comply with our well-established rate case time clock rules.
Therefore, we believe that if a separate evidentiary proceeding on the value of DG is necessary,
the scope must be reasonably limited to take irlto consideration the outcomes already decided ire
this Decision, including the use of Staff' s Avoided Cost methodology and Start" s Resource
Comparison Proxy Methodology or a combination of the two. These separate evidentiary
proceedings should not be taken as opportunities for parties to collaterally attack the outcomes
established in this Decision."

Page 169, Line 2 after "Proceedings."

INS E R T "These  initia l evidentia ry hea rings  will not be  the  forum to re -litiga te  any issue  decided
in this  proceeding. Ins tead, they will resolve  any open questions  regarding how the  va lua tion
methodologies  adopted in this  decis ion be  implemented for each utility. These  issues should be
limited to utility-specitic issues , such a s  the  cos t incurred for grid sca le  facilitie s  in re la tion to the
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Resource Comparison Proxy Methodology, and the costs forecasted to be avoided over the next
five years in relation to the Avoided Cost Methodology."

Page 169, Line  3

INS ERT a  ne w Ending of fa ct

"150. We are  mindful of the  Commission's  limited resources  and the  burden crea ted on S ta ff and
the  Hearing Divis ion by having evidentia ry proceedings  within evidentia ry proceedings . We a re
a lso concerned about the  potentia l de lay crea ted by having multiple  evidentia ry proceedings and
are  aware  of our obliga tions  to comply with our we ll-es tablished ra te  case  time  clock rules .
Therefore , we be lieve  tha t if a  separa te  evidentia ry proceeding on the  va lue  of DG is  necessary,
the scope must be reasonably limited to take into considera tion the  outcomes a lready decided in
this  Decis ion, including the  use  of S ta fFs Avoided Cost methodology and Sta ff' s  Resource
Comparison Proxy Methodology or a  combina tion of the  two. These  separa te  evidentia ry
proceedings should not be  taken as  opportunities  for parties  to colla te ra lly a ttack the  outcomes
established ire  this  Decis ion."

Make  a ll conforming changes .
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APS PROPOSED AMENDMENT NO. 3

TIME/DATE PREPARED :

AGENDA ITEM NO.COMPANY: Arizona Corporation Commission

DOCKET NO(S). E-00000J- 14-0023 OPEN MEETING DATE:

This amendment makes clear that customers who are not grandfathered under the current net
metering subsidy structure would sell the energy exported by their rooftop solar system tithe
utility at a price that changes from time to time as the value of DG is recalculated.

Page  154, Line  1 a fte r "ra te  case ."

INSERT "In an effort to provide an abundance of notice and clarity, we further explain that the
new export compensation rate may change from time to time as the value of DG is recalculated.
DG customers that are not grandfathered under the currently implemented rate design and net
metering construct will sell the energy exported by their rooftop solar system to the utility at a
price that is subject to periodic recalculations .

Page 171, Line 6 after "rate case."

INSERT "In an effort to provide an abundance of notice and clarity, we further explain that the
new export compensation rate may change from time to time as the value of DG is recalculated.
DG customers that are not grandfathered under the currently implemented rate design and net
metering construct will sell the energy exported by their rooftop solar system to the utility at a
price that is subject to periodic recalculations.

Make all conforming changes.


